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OVERV I EW 

One of t h e  m o s t  s t r i k i n g  demographic  t r e n d s  of  t h e  t w e n t i e t h  
c e n t u r y  h a s  been t h e  ag ing  of t h e  Uni ted  S t a t e s  p o p u l a t i o n .  While 
a l l  age groups  have grown and  c o n t i n u e d  t o  do  so ,  t h e  p o p u l a t i o n  
of o l d e r  peop le  i s  growing f a s t e r .  T o  e x p r e s s  t h i s  real  and 
p r o j e c t e d  growth i n  numbers o f  Americans 6 5  y e a r s  o l d  and o l d e r ,  
t h e  5 m i l l i o n  e l d e r l y  i n  1920 became 25 m i l l i o n  i n  1 9 8 0 ,  and 
will become 4 5  m i l l i o n  i n  2020. 

As t h e  p o p u l a t i o n  a g e s ,  t h e  n a t i o n a l  budget  f e e l s  t h e  impact .  
Income s e c u r i t y  i s  t h e  l a r g e s t  and one o f  t h e  m o s t  s t e a d i l y  growing 
f u n c t i o n s  i n  t h e  F e d e r a l  budge t .  I n  1980, F e d e r a l  e x p e n d i t u r e s  
fo r  income s e c u r i t y  reached  $ 1 9 3  b i l l i o n ,  more t h a n  3 3  p e r c e n t  of 
t o t a l  e x p e n d i t u r e s .  E i g h t e e n  y e a r s  ea r l i e r  it w a s  2 1  p e r c e n t .  

The i n t e r a c t i o n  of an a g i n g  p o p u l a t i o n  and t h e  n a t i o n a l  
budge t  can  best be s e e n  th rough  t h e  programs f o r  o l d e r  people .  
The major programs f o r  older p e o p l e  are inc luded  i n  t h e  F e d e r a l  
budge t  functions--income s e c u r i t y ,  h e a l t h ,  and v e t e r a n s .  The  
i n f l u e n c e  of an o l d e r  p o p u l a t i o n  on programs--soc ia l  s e c u r i t y ,  
h e a l t h  care, and v e t e r a n  b e n e f i t s - - i s  d r a m a t i c .  

S o c i a l  S e c u r i t y ’ s  Old-Age and S u r v i v o r  
I n s u r a n c e  and D i s a b i l i t y  I n s u r a n c e  ( O A S D I )  

According t o  t h e  S o c i a l  S e c u r i t y  A d m i n i s t r a t i o n ’ s  o p t i m i s t i c  
p r o  j e c t i o n s ,  OASDI’s $ 1 2 4  b i l l i o n  i n  1980  b e n e f i t  payments w i l l  
become $ 1 , 3 8 3  b i l l i o n  i n  2 0 2 0 .  One of t h e  c a u s e s  of O A S D I  b e n e f i t  
payment i n c r e a s e s  i n  growth i n  t h e  number of b e n e f i c i a r i e s .  I n  
1 9 8 0 ,  OASDI provided b e n e f i t s  t o  3 6  m i l l i o n  peop le  and by 2020  
a b o u t  6 2  m i l l i o n .  T h i s  i n c r e a s e  i n  b e n e f i c i a r i e s  w i l l  account  
€or $155 b i l l i o n  o r  1 2  p e r c e n t  of t h e  t o t a l  growth i n  b e n e f i t  
payments by 2 0 2 0 .  

H e a l t h  Care Proqrams 

According t o  Heal th  C a r e  F i n a n c i n g  A d m i n i s t r a t i o n  h i s t o r i c a l  
d a t a ,  n a t i o n a l  h e a l t h  care e x p e n d i t u r e s  i n c r e a s e  for t h r e e  
r e a s o n s - - p r i c e  i n f l a t i o n ,  p o p u l a t i o n  growth and change i n  t h e  t y p e ,  
f r equency  and i n t e n s i t y  of goods and s e r v i c e s  used .  N a t i o n a l  h e a l t h  
care e x p e n d i t u r e s  were $42 b i l l i o n  i n  1965 r i s i n g  t o  $247 b i l l i o n  
i n  1 9 8 0 .  P r i c e  i n f l a t i o n  caused  from 4 9  t o  7 3  p e r c e n t  of t h e  
annua l  increase i n  n a t i o n a l  h e a l t h  e x p e n d i t u r e s  from 1965 t o  1 9 8 0 .  
P o p u l a t i o n  growth c o n t r i b u t e d  from 7 t o  8 p e r c e n t .  I n c r e a s e s  due  
t o  changes i n  the  mix of h e a l t h  goods and s e r v i c e s  used ,  freqcency 
of u s e  and i n t e n s i t y  of care ranged  from 2 0  t o  4 3  p e r c e n t .  

V e t e r a n  Programs 

Ve te rans  A d m i n i s t r a t i o n  e x p e n d i t u r e s  for  compensation { d i s a b i l i t y  
payments) and pens ions  w i l l  i n c r e a s e  from $11 b i l l i o n  i n  1 9 8 0  t o  
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$20  b i l l i o n  i n  2020 .  Four b i l l i o n  d o l l a r s  of t h e  i n c r e a s e d  
v e t e r a n s  compensat ion and pens ion  costs w i l l  be due t o  t h e  growth 
of t h e  v e t e r a n  p o p u l a t i o n .  From 1 9 8 0  t o  2 0 2 0 ,  t h e  number of 
v e t e r a n s  w i l l  i n c r e a s e  from 30 t o  40 m i l l i o n .  

Both t h e  i n c r e a s i n g  s i z e  and age o f  t h e  v e t e r a n  p o p u l a t i o n  
w i l l  c a u s e  s i g n i f i c a n t  i n c r e a s e s  i n  med ica l  care e x p e n d i t u r e s .  
The $6  b i l l i o n  i n  1 9 8 0  v e t e r a n s  med ica l  care costs w i l l  become 
about $ 1 8  b i l l i o n  by 2 0 2 0 .  About $ 3  b i l l i o n  of  t h e  growth 
i n  m e d i c a l  care c o s t s  w i l l  be caused  by t h e  i n c r e a s e  i n  t h e  
v e t e r a n  p o p u l a t i o n .  

W i l e  t h e  sheer i n c r e a s e  i n  numbers w i l l  i n c r e a s e  c o s t s ,  
the most s i g n i f i c a n t  s u r g e  i n  v e t e r a n  demand f o r  med ica l  s e r v i c e s  
w i l l  b e  due  t o  t h e  a g i n g  of t h e  v e t e r a n  p o p u l a t i o n .  I n  1 9 8 0 ,  
10 p e r c e n t  o f  a l l  v e t e r a n s  were 6 5  y e a r s  old and o l d e r :  by 2 0 2 0 ,  
2 9  p e r c e n t  of a l l  v e t e r a n s  w i l l  be  i n  t h i s  age group.  
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DEMOGRAPHICS OF AN 
AGING POPULATION 

I n  t h i s  s e c t i o n ,  I have  selected demographics  t h a t  I hope 
will s t i m u l a t e  t h o u g h t s  i n t o  t h e  f u t u r e .  The s e l e c t i o n ,  I 
r e c o g n i z e ,  i s  l i m i t e d ,  b u t  n e v e r t h e l e s s  u s e f u l  i n  s e t t i n g  t h e  s t a g e  
for d i s c u s s i o n s  on t h e  g r a y i n g  of t h e  n a t i o n a l  budge t .  

Fol lowing  are br ie f  c a p s u l e s  of t h e  t h o u g h t s  c o n t a i n e d  i n  
t h i s  s e c t i o n .  

Our p o p u l a t i o n  i s  g r a y i n g  

One of t h e  most s t r i k i n g  demographic t r e n d s  of t h e  t w e n t i e t h  
c e n t u r y  h a s  been t h e  a g i n g  of t h e  Uni ted  S ta tes  p o p u l a t i o n .  While 
a l l  age g roups  have grown and c o n t i n u e  t o  do so,  t h e  p o p u l a t i o n  of 
older peop le  i s  growing f a s t e r .  I f  you compare t h e  1 9 2 0  s t a t i s t i c s  
t o  t h e  y e a r  2020, o n l y  t h e  peop le  i n  t w o  age  g roups ,  4 5  t o  64 and 
6 5  and o v e r ,  w i l l  have grown i n  real  t e r m s ;  t h a t  i s ,  become a 
l a r g e r  p o r t i o n  of t h e  p o p u l a t i o n .  

Non-familv househo lds  are common 

The t r e n d  i n  household  compos i t ion  ( l i v i n g  a r rangements )  
has been  toward non-family househo lds ;  t h a t  i s ,  households  i n  
which members l i v i n g  t o g e t h e r  are n o t  r e l a t e d  t o  each o t h e r  by 
b lood  or m a r r i a g e .  Non-family households  have grown from 1 0  
p e r c e n t  i n  1 9 4 0  t o  26 p e r c e n t  i n  1 9 8 0 .  T h i s  t r e n d  i s  expec ted  
t o  c o n t i n u e ,  w i t h  non-family households  r e a c h i n g  a b o u t  29 p e r c e n t  
by the  y e a r  2 0 2 0 .  

The t r e n d  toward a n  o l d e r  p o p u l a t i o n  h a s  a l s o  g r e a t l y  
changed t h e  n a t u r e  of f a m i l y  s t r u c t u r e s  i n  t h e  Uni ted  S ta t e s .  
Three- and f o u r - g e n e r a t i o n  f a m i l i e s  have become i n c r e a s i n g l y  
common. 

More older p e o p l e  are l i v i n g  a l o n e  

N a t i o n a l l y ,  l o o k i n g  a t  t h e  older  p o p u l a t i o n  s p e c i f i c a l l y ,  
one of t h e  most s t r i k i n g  phenomena of r e c e n t  decades is t h e  r a p i d  
growth i n  the number of o l d e r  peop le  l i v i n g  a l o n e .  Although 
l i v i n g  a l o n e  can mean greater  independence ,  it a l s o  may mean b e i n g  
c u t  off from the  mostunusuaL form of  a s s i s t a n c e ,  i n f o r m a l  s u p p o r t s  
from spouse  and f a m i l y ,  a c c o r d i n g  t o  t h e  Federal  Counc i l  on t h e  
Aging. S i n c e  1 9 6 0 ,  t h e  p r o p o r t i o n  l i v i n g  a l o n e  has i n c r e a s e d  from 
1 9  p e r c e n t  of n o n - i n s t i t u t i o n a l i z e d  o l d e r  peop le  t o  3 0  p e r c e n t  i n  
1 9 7 9 .  

The P r o p o r t i o n  of O l d e r  People 
i n  the United S t a t e s  P o p u l a t i o n  
W i l l  Cont inue  t o  Grow 

Our p o p u l a t i o n  i s  g r a y i n g .  One of t h e  most s t r i k i n g  demo- 
g r a p h i c  t r e n d s  of t h e  t w e n t i e t h  c e n t u r y  h a s  been  t h e  ag ing  of t h e  



Uni ted  S ta tes  p o p u l a t i o n .  While a l l  age g roups  have grown and 
c o n t i n u e  t o  do so, t h e  p o p u l a t i o n  of older peop le  i s  growing 
f a s t e r .  I n  1 9 2 0 ,  less t h a n  5 p e r c e n t  of the t o t a l  population was 
65 y e a r s  old and o l d e r .  By 1980  t h a t  p e r c e n t a g e  grew t o  11 p e r c e n t ,  
and by t h e  y e a r  2020 ,  16 p e r c e n t  of t h e  p o p u l a t i o n  w i l Z  be 65 y e a r s  
old and older.  T o  e x p r e s s  t h i s  r e a l  a n d  p r o j e c t e d  growth i n  numbers 
of Americans 65  y e a r s  o l d  and o l d e r ,  t h e  5 m i l l i o n  e l d e r l y  i n  1 9 2 0  
became 25 million i n  1980, and w i l l  become 45 m i l l i o n  i n  2020. 
I f  you compare t h e  1920 s t a t i s t i c s  t o  t h e  y e a r  2 0 2 0 ,  on ly  t h e  peop le  
i n  t w o  age g roups ,  45 t o  64 and 65 and o v e r ,  w i l l  have grown i n  
real  terms; t h a t  i s ,  become a l a r g e r  p o r t i o n  of t h e  popu la t ion .  
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The L i v i n g  Arrangements of 
PeoDle i n  t h e  U n i t e d  S t a t e s  
Have Changed 

The t r e n d  toward an  o l d e r  p o p u l a t i o n  h a s  g r e a t l y  changed 
t h e  n a t u r e  o f  f ami ly  s t r u c t u r e s  i n  t h e  United S t a t e s .  Three- 
and f o u r - g e n e r a t i o n  f a m i l i e s  have  become i n c r e a s i n g l y .  common, 
w i t h  a n  e s t i m a t e d  o n e - t h i r d  of a l l  p e r s o n s  65 y e a r s  old and o l d e r  
having  a t  l e a s t  one g r e a t - g r a n d c h i l d .  Although t h e  number o f  
g e n e r a t i o n s  for each  f a m i l y  h a s  been  i n c r e a s i n g ,  t h e  number of 
f ami ly  members l i v i n g  t o g e t h e r  is d e c r e a s i n g .  

The t r e n d  i n  household compos i t ion  ( l i v i n g  a r r angemen t s )  has 
been toward non- faq i ly  househo lds ;  t h a t  i s  households  i n  wh ich  

I members l i v i n g  t o g e t h e r  are n o t  r e l a t e d  t o  each  o ther  by blood 
or mar r i age .  Non-family households  have grown from 1 0  p e r c e n t  
i n  1 9 4 0  t o  26  p e r c e n t  i n  1 9 8 0 .  T h i s  t r e n d  i s  e x p e c t e d  t o  c o n t i n u e ,  
w i t h  non-family households  r e a c h i n g  abou t  29 p e r c e n t  by t h e  y e a r  
2020 .  Family households ,  on t h e  other hand, have been  d e c r e a s i n g  
as a p r o p o r t i o n  of t h e  t o t a l  household p o p u l a t i o n .  However, t h e  
p e r c e n t a g e  of f ami ly  households  composed of n a r r i e d  c o u p l e s  has  
remained b a s i c a l l y  c o n s t a n t .  

T h i s  t r e n d  may lead t o  g r e a t e r  r e l i a n c e  on Government 
a s s i s t a n c e  and s e r v i c e s  f o r  o l d e r  people .  One of t h e  greatest  
s o u r c e s  of h e l p  for o l d e r  p e o p l e  i s  s e r v i c e  p rov ided  by f ami ly  
and f r i e n d s .  The i n c r e a s i n g  t r e n d  toward non-family households  
may e r o d e  t h i s  s o u r c e  of h e l p  f o r  o l d e r  people .  
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More O l d e r  Peop le  
Now Live  Alone 

N a t i o n a l l y ,  f o r  a l l  age groups ,  t h e r e  h a s  been  a n  i n c r e a s e  
i n  l -pe r son  households .  I n  1 9 5 5 ,  l -pe r son  h o u s e h o l d s  comprised 
n e a r l y  11 p e r c e n t  of t h e  t o t a l  number of househo lds  in--the United 
S t a t e s .  I n  1980 ,  t h a t  p e r c e n t a g e  i n c r e a s e d  t o  23 p e r c e n t  of t h e  
t o t a l ,  o r  a b o u t  18  m i l l i o n  households .  

N a t i o n a l l y ,  l o o k i n g  a t  t h e  o l d e r  p o p u l a t i o n  s p e c i f i c a l l y ,  a 
s t r i k i n g  phenomena of  r e c e n t  decades  i s  t h e  r a p i d  growth i n  t h e  
number of o l d e r  peop le  l i v i n g  alone. Although l i v i n g  a l o n e  can 
mean g r e a t e r i n d e p e n d e n c e ,  it a l s o  may mean b e i n g  c u t  o f f  from 
t h e  most usual form of a s s i s t a n c e ,  i n f o r m a l  s u p p o r t s  from spouse 
and f a m i l y ,  a c c o r d i n g  t o  t h e  F e d e r a l  C o u n c i l  on t h e  Aging. 
S i n c e  1 9 6 0 ,  t h e  proportion living a l o n e  has increased f r o m  1 9  . 

p e r c e n t  o f  n o n - i n s t i t u t i o n a l i z e d  o l d e r  p e o p l e  t o  3 0  p e r c e n t  i n  
1979.  

The t r e n d  toward l i v i n g  a l o n e  has been  p a r t i c u l a r l y  n o t i c e a b l e  
among o l d e r  women. The number of o l d e r  woman m a i n t a i n i n g  households  
by themselves  h a s  grown by 3 . 5  m i l l i o n  o r  1 7 3  p e r c e n t  s i n c e  1 9 6 0 .  
The p r o p o r t i o n  of o l d e r  women l i v i n g  a l o n e  has  i n c r e a s e d  from 2 4  
t o  4 1  p e r c e n t  a c c o r d i n g  t o  t h e  F e d e r a l  Counc i l  onAging .  

For  older men, it i s  d i f f e r e n t .  F o r  o l d e r  men, only 1 5  
p e r c e n t  l i v e  a l o n e .  Another  7 5  p e r c e n t  l i v e  w i t h  t h e i r  wives,  
8 p e r c e n t  w i t h  o t h e r  r e l a t i v e s ,  and 2 p e r c e n t  w i t h  n o n - r e l a t i v e s .  

- 

The t r e n d  toward non-family households  coup led  w i t h  t h e  
i n c r e a s i n g  t r e n d  of o l d e r  peop le  l i v i n g  a l o n e  makes t h e  p o t e n t i a l  
f o r  r e l i a n c e  on Government services even g r e a t e r .  
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OF HOUSZiOLDS BY SIZE 
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THE BUDGET A N D  DEMOGRAPHICS: 
THEIR INTERACTION 

The key  t o  u s i n g  demographics  i s  t o  i n t e g r a t e  budget  and 
program e x p e n d i t u r e s  w i t h  p o p u l a t i o n  and b e n e f i c i a r y  i-nformation, 
and observe change ove r  t i m e .  
w a s  t i e d  t o  t h e  t h r e e  budget  f u n c t i o n s  whose programs were more 
c l e a r l y  a f f e c t e d  by an a g i n g  populat ion-- income s e c u r i t y ,  h e a l t h ,  
and v e t e r a n s .  T h i s  paper  w a s  p r e p a r e d  based on work conducted f o r  
t h e  U.S. Genera l  Account ing O f f i c e .  However, t h e  o p i n i o n s  p r e s e n t e d  
are t h o s e  of t h e  a u t h o r  and do  n o t  n e c e s s a r i l y  r e p r e s e n t  t h e  views 
of t h e  U . S .  Gene ra l  Account ing O f f i c e .  

Our L i e f f o r t  to p r o v i d e  t h i s  l i n k  

A br ief  d i s c u s s i o n  o f  each  of t h e  F e d e r a l  budge t  f u n c t i o n s  
t o  be a d d r e s s e d  w i l l  be  h e l p f u l  i n  u n d e r s t a n d i n g  t h e  a n a l y s i s  i n  
t h i s  s e c t i o n :  

- - F i r s t ,  income s e c u r i t y .  Income s e c u r i t y  i s  t h e  l a r g e s t  
and one  of  t h e  most s t e a d i l y  growing f u n c t i o n s  i n  t h e  
F e d e r a l  budget .  I n  1980 ,  F e d e r a l  e x p e n d i t u r e s  f o r  income 
s e c u r i t y  reached  $193 b i l l i o n ,  more t h a n  3 3  p e r c e n t  of 
t o t a l  e x p e n d i t u r e s .  E igh teen  y e a r s  ea r l ie r  it w a s  2 1  
p e r c e n t .  F u t u r e  growth i n  t h i s  budge t  f u n c t i o n  is  
l i k e l y  t o  be more modest, r e a c h i n g  36 p e r c e n t  of F e d e r a l  
e x p e n d i t u r e s  i n  2020. The e x t e n s i o n  of soc i a l  i n s u r a n c e  
p r o t e c t i o n  t o  v i r t u a l l y  a l l  Americans who are  aged,  
d i s a b l e d  o r  unemployed can  i n  p a r t  a c c o u n t  f o r  t h i s  
growth. 

--Second, h e a l t h .  Hea l th  care c o s t s  have  grown a t  a n  
a s t o n i s h i n g  ra te  f o r  a v a r i e t y  of r e a s o n s .  T h i s  growth 
e r o d e s  t h e  a b i l i t y  o f  c i t i z e n s  t o  pay f o r  h e a l t h  c a r e ,  
s t r a i n s  t h e  economy, and burdens  t h e  F e d e r a l  budget .  

more t h a n  f i f t y f o l d ,  growing from $1 b i l l i o n  i n  1 9 6 2  t o  
$58  b i l l i o n  i n  1980. B e s i d e s  growing  s u b s t a n t i a l l y  i n  
d o l l a r s ,  t h e  h e a l t h  f u n c t i o n  became a more i m p o r t a n t  p a r t  
of t h e  F e d e r a l  budget .  The h e a l t h  f u n c t i o n ,  r e p r e s e n t i n g  
1 p e r c e n t  o f  t o t a l  F e d e r a l  e x p e n d i t u r e s  in 1 9 6 2 ,  becane 10 
p e r c e n t  o f  e x p e n d i t u r e s  i n  1980. While  t h i s  f u n c t i o n  w i l l  
c o n t i n u e  t o  grow, t h e  growth s h o u l d  b e  less dramatic r e a c h i n g  
$174 b i l l i o n  o r  s l i g h t l y  more t h a n  11 p e r c e n t  of F e d e r a l  
e x p e n d i t u r e s  i n  2020. 

. I n  1 8  y e a r s ,  F e d e r a l  e x p e n d i t u r e s  f o r  h e a l t h  care i n c r e a s e d  

--Third, v e t e r a n s .  The Ve te rans  A d m i n i s t r a t i o n  p r o v i d e s  
pens ion  and  compensat ion ( d i s a b i l i t y )  payments ,  h o s p i t a l  
and med ica l  care, and e d u c a t i o n a l  and  o t h e r  b e n e f i t s  t o  
h e l p  q u a l i f y i n g  v e t e r a n s  or t h e i r  f a m i l i e s .  F e d e r a l  
e x p e n d i t u r e s  under  t h e  v e t e r a n s  budge t  f u n c t i o n  grew 

- l/Mr. Wilbert W. Ammann, S e n i o r  A n a l y s t ,  f o r  t h e  U . S .  General  
Accounting O f f i c e ,  p rov ided  guidance  on t h e  methodology used 
to r e l a t e  and p r o j e c t  program c o s t  and demographic  d a t a .  
M s .  Theresa  M.  Walter, U.S. Genera l  Account ing  O f f i c e  E v a l u a t o r ,  
a s s i s t e d  w i t h  t h e  computer a n a l y s i s  and p r e p a r e d  g r a p h i c  
p r e s e n t a t i o n s  o f  t h e  p r o j e c t e d  d a t a .  



f r o m  $6 b i l l i o n  i n  1962 t o  $21 b i l l i o n  i n  1980 and w i l l  
grow t o  $58 b i l l i o n  i n  2 0 2 0 .  However, t h i s  a p p a r e n t l y  
s u b s t a n t i a l  r ise i n  e x p e n d i t u r e s  f o r  v e t e r a n s  a c t u a l l y  
r e p r e s e n t s  a d e c r e a s e  i n  r e l a t i o n  t o  t o t a l  F e d e r a l  
e x p e n d i t u r e s .  I n  1962, the v e t e r a n s  f u n c t i o n  accounted  
f o r  5 p e r c e n t  of F e d e r a l  e x p e n d i t u r e s  b u t  by 1980 accounted 
f o r  o n l y  4 p e r c e n t .  The v e t e r a n s  f u n c t i o n ' s  r e l a t i o n s h i p  
t o  total e x p e n d i t u r e s  w i l l  s t a b i l i z e  and  remain n e a r  4 
p e r c e n t  th rough 2020. 

While we looked a t  key budge t  f u n c t i o n s  and th rough  t r e n d  
a n a l y s i s  obtained a g l impse  of t h e  f u t u r e ,  i n t e g r a t i n g  demographics 
w a s  n o t  f e a s i b l e  a t  t h i s  l eve l .  Accord ing ly ,  t o  demons t r a t e  t h e  
demographic l i n k ,  w e  ana lyzed  h i s t o r i c a l  d a t a  f o r  major programs 
for o l d e r  p e o p l e  w i t h i n  t h e s e  budget  f u n c t i o n s .  His tor ical  d a t a  
i s  n o t  as r e a d i l y  a v a i l a b l e  f o r  a l l  programs i n  each  f u n c t i o n .  
T h i s  i s  p a r t l y  due t o  t h e  f a c t  t h a t  many programs f o r  o l d e r  peop le  
w e r e  created i n  t h e  e a r l y  1960s .  

We used t h e  programs w i t h  t h e  r i c h e s t  d a t a  s o u r c e s  t o  do  t h e  
a n a l y s i s  - namely, S o c i a l  S e c u r i t y ' s  O l d - A g e  and S u r v i v o r  I n s u r a n c e  
and D i s a b i l i t y  I n s u r a n c e ,  V e t e r a n ' s  compensat ion and pens ions ,  
V e t e r a n ' s  med ica l  care, and  Medicare  and Medicaid.  W e  d i d  n o t  
a n a l y z e  or select  programs f o r  a n a l y s i s  from t h e  Commerce and Housing 
C r e d i t  and t h e  Educa t ion ,  T r a i n i n g ,  Employment and S o c i a l  S e r v i c e s  
budget  f u n c t i o n s .  These t w o  f u n c t i o n s  had few programs s p e c i f i c a l l y  
o r  e x c l u s i v e l y  for  o l d e r  p e o p l e  and t h e  program d a t a  w a s  n o t  main- 
t a i n e d  i n  a fo rma t  w e  could u s e  i n  o u r  l i m i t e d  t imeframe.  Our 
methodology i s  d e s c r i b e d  i n  Appendix I.  

Fol lowing  are b r i e f  summaries on t h e  programs ana lyzed  i n  
t h i s  s e c t i o n .  

S o c i a l  S e c u r i t y ' s  Old-Age a n d  S u r v i v o r  
Insu rance  and D i s a b i l i t y  I n s u r a n c e  (OASDI) 

According t o  t h e  S o c i a l  S e c u r i t y  A d m i n i s t r a t i o n ' s  o p t i m i s t i c  
p r o j e c t i o n s ,  OASDI's $ 1 2 4  b i l l i o n  i n  1980 b e n e f i t  payments w i l l  
become $1,383 b i l l i o n  i n  2020. W e  c an  i d e n t i f y  t h r e e  s p e c i f i c  
c a u s e s  o f  the p r o j e c t e d  i n c r e a s e s - - i n f l a t i o n ,  more b e n e f i c i a r i e s ,  
and i n c r e a s e d  real  payments and/or  e l i g i b i l i t i e s .  

The major cause  of i n c r e a s e s  w i l l  be i n f l a t i o n .  I n f l a t i o n  
w i l l  c a u s e  $ 1 , 0 6 4  b i l l i o n  o r  84 p e r c e n t  of  t h e  $1,260 b i l l i o n  
i n c r e a s e  i n  b e n e f i t  payments by 2 0 2 0 .  

The second l a r g e s t  c a u s e  of OASDI b e n e f i t  payment i n c r e a s e s  
is growth i n  t h e  number of b e n e f i c i a r i e s .  
b e n e f i t s  t o  36 m i l l i o n  p e o p l e  and by 2020  a b o u t  6 2  m i l l i o n .  
i n c r e a s e  i n  b e n e f i c i a r i e s  w i l l  a c c o u n t  f o r  $155 b i l l i o n  o r  1 2  
p e r c e n t  of  t h e  t o t a l  growth i n  b e n e f i t  payments by 2020 .  

I n  1980, OASDI prov ided  
This 
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. .. 

H e a l t h  C a r e  Programs 

According t o  . i e a l t h  Care F inanc ing  A d m i n i s t r a t i o n  h i s t o r i c a l  
data ,  n a t i o n a l  h e a l t h  care e x p e n d i t u r e s  i n c r e a s e  f o r  t h r e e  reasons--  
p r i c e  i n f l a t i o n ,  p o p u l a t i o n  growth and change i n  t h e  t y p e ,  f requency  
and i n t e n s i t y  of goods and s e r v i c e s  used .  N a t i o n a l  hea-lth care 
e x p e n d i t u r e s  were $42 b i l l i o n  i n  1965  r i s i n g  t o  $247 b i l l i o n  i n  
1980.  Price i n f l a t i o n  caused  from 4 9  t o  7 3  p e r c e n t  o f  t h e  annual  
i n c r e a s e  i n  n a t i o n a l  h e a l t h  e x p e n d i t u r e s  from 1 9 6 5  t o  1980. 
P o p u l a t i o n  growth c o n t r i b u t e d  f r o m  7 t o  8 p e r c e n t .  I n c r e a s e s  due 
to changes i n  t h e  mix o f  h e a l t h  goods and s e r v i c e s  used ,  f requency  
o f  u s e  and i n t e n s i t y  o f  care ranged from 2 0  to 4 3  p e r c e n t .  

Ve te rans  Compensation Programs 

V e t e r a n s  A d m i n i s t r a t i o n  e x p e n d i t u r e s  f o r  compensat ion ( d i s a b i l i t y  
payments) and p e n s i o n s  will i n c r e a s e  from $11 b i l l i o n  i n  1 9 8 0  t o  
$ 2 0  b i l l i o n  i n  2020 .  I n f l a t i o n  and i n c r e a s e s  i n  t h e  v e t e r a n  p o p u l a t i o n  
w i l l  c a u s e  t h e  vas t  m a j o r i t y  of t h i s  i n c r e a s e .  

I n f l a t i o n  w i l l  c a u s e  o v e r  $4 b i l l i o n  increase i n  v e t e r a n s  
compensat ion and p e n s i o n  c o s t s  by 2020. Another  $ 4  b i l l i o n  of t h e  
i n c r e a s e d  v e t e r a n s  compensat ion and pens ion  costs  w i l l  be due t o  t h e  
growth of t h e  v e t e r a n  p o p u l a t i o n .  From 1980 t o  2 0 2 0 ,  t h e  number 
of v e t e r a n s  w i l l  i n c r e a s e  from 30 to 40 m i l l i o n  and t h e  p e r c e n t a g e  
of v e t e r a n s  65 y e a r s  o ld  and o l d e r  w i l l  r ise d r a m a t i c a l l y  from 1 0  
t o  29  p e r c e n t .  

Ve te rans  Medica l  Care Programs 

I n f l a t i o n  w i l l  c a u s e  t h e  g r e a t e s t  i n c r e a s e  i n  med ica l  care c o s t s  
f o r  v e t e r a n s .  The $ 6  b i l l i o n  i n  1 9 8 0  v e t e r a n s  med ica l  care c o s t s  w i l l  
become abou t  $18 b i l l i o n  by 2020. I n f l a t i o n  w i l l  a ccoun t  f o r  o v e r  
$7 b i l l i o n  of t h i s  i n c r e a s e  i n  2 0 2 0 .  

Both t h e  i n c r e a s i n g  s i z e  and age of  t h e  v e t e r a n  p o p u l a t i o n  w i l l  
cause s i g n i f i c a n t  i n c r e a s e s  i n  med ica l  care e x p e n d i t u r e s .  About 
$ 3  b i l l i o n  of  t h e  growth i n  medica l  care c o s t s  w i l l  be caused  by t h e  
i n c r e a s e  i n  the v e t e r a n  p o p u l a t i o n .  While t h e  s h e e r  i n c r e a s e  i n  
numbers w i l l  i n c r e a s e  costs ,  t h e  m o s t  s i g n i f i c a n t  s u r g e  i n  v e t e r a n  
demand f o r  med ica l  services w i l l  be due t o  t h e  a g i n g  o f  t h e  v e t e r a n  
p o p u l a t i o n .  I n  1 9 8 0 ,  1 0  p e r c e n t  of a l l  v e t e r a n s  w e r e  65  y e a r s  o l d  
and o l d e r ;  by  2 0 2 0 ,  29 p e r c e n t  of a l l  v e t e r a n s  w i l l  be i n  t h i s  age 
group. 
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Demographics and Income S e c u r i t y  
Programs: T h e i r  I n t e r a c t i o n  

F e d e r a l  e x p e n d i t u r e s  under  t h e  income s e c u r i t y  budge t  f u n c t i o n  
i n c r e a s e d  d r a m a t i c a l l y  from $23 b i l l i o n  i n  1 9 6 2  to  $ 1 9 3  b i l l i o n  i n  
1980.  T h e  i n c r e a s e  i s  e v e n  more s t a r t l i n g  when you coii-sider t h a t  
t h e  income s e c u r i t y  f u n c t i o n  r e p r e s e n t e d  on ly  o n e - f i f t h  of  t h e  
F e d e r a l  budget  i n  1962,  b u t  by 1980 grew t o  o n e - t h i r d  of t h e  t o t a l  
budge t .  The two l a r g e s t  income s e c u r i t y  programs a re  S o c i a l  
S e c u r i t y ' s  Old-Age and  S u r v i v o r s  Insu rance  and D i s a b i l i t y  I n s u r a n c e  
t r u s t  funds  (OASDI). OASDI b e n e f i t  payments w i l l  a c c o u n t  for  60  
p e r c e n t  of  t h e  income s e c u r i t y  f u n c t i o n  i n  1982. 

According t o  t h e  S o c i a l  S e c u r i t y  A d m i n i s t r a t i o n ' s  o p t i m i s t i c  
p r o j e c t i o n s  OASDI's $124 b i l l i o n  i n  1980 b e n e f i t  payments w i l l  
become $1,383 b i l l i o n  i n  2020. W e  can i d e n t i f y  t h r e e  s p e c i f i c  
c a u s e s  o f  t h e  p r o j e c t e d  i n c r e a s e s - - i n f l a t i o n ,  more b e n e f i c i a r i e s ,  
and i n c r e a s e d  r ea l  payments and/or  e l i g i b i l i t i e s .  

--Using t h e  o p t i m i s t i c  p r o j e c t i o n s ,  i n f l a t i o n  w i l l  c a u s e  
$ 1 , 0 6 4  b i l l i o n  o r  84 p e r c e n t  o f  t h e  $ 1 , 2 6 0  b i l l i o n  
i n c r e a s e  i n  b e n e f i t  payments by 2 0 2 0 .  

--The second l a r g e s t  c a u s e  of OASDI b e n e f i t  payment 
increases i n  growth  i n  t h e  number o f  b e n e f i c i a r i e s .  
I n  1980, OASDI p r o v i d e d  b e n e f i t s  t o  36 m i l l i o n  peop le .  
The o p t i m i s t i c  p r o j e c t i o n s  show t h a t  b e n e f i c i a r i e s  w i l l  
i n c r e a s e  t o  6 2  m i l l i o n  by 2020. T h i s  i n c r e a s e  i n  
b e n e f i c i a r i e s  w i l l  a c c o u n t  f o r  $155 b i l l i o n  o r  1 2  p e r c e n t  
of t h e  t o t a l  growth i n  b e n e f i t  payments by 2 0 2 0 .  

--The smallest  fac tor  c a u s i n g  growth i n  O A S D I  b e n e f i t  
payments i s  a combina t ion  of  two e l e m e n t s - - r e a l  
payment i n c r e a s e s  and expanded e l i g i b i l i t i e s .  The 
o p t i m i s t i c  p r o j e c t i o n s  s n o w  t h a t  t h i s  f a c t o r  w i l l  
c ause  $41 b i l l i o n  or 3 p e r c e n t  of  &he i n c r e a s e  by 2020. 
R e a l  payment i n c r e a s e s  would be t h o s e  n o t  a t t r i b u t a b l e  
t o  i n f l a t i o n  a d j u s t m e n t s .  Expanded e l i g i b i l i t i e s  i n c l u d e  
lowered r e q u i r e m e n t s  t h a t  would e i t h e r  make more people  
e l e i g i b l e  f o r  b e n e f i t s  and/or  c u r r e n t  b e n e f i c i a r i e s  
e l i g i b l e  fo r  m o r e  b e n e f i t s .  
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Demographics and  H e a l t h  Care 
Programs: T h e i r  I n t e r a c t i o n  

According t o  H e a l t h  Care F inanc ing  A d m i n i s t r a t i o n  h i s t o r i c a l  
d a t a ,  n a t i o n a l  h e a l t h  care e x p e n d i t u r e s  i n c r e a s e  f o r  three reasons - -  
p r i c e  i n f l a t i o n ,  p o p u l a t i o n  growth  and change i n  t h e  t y p e ,  f requency 
and i n t e n s i t y  of goods and services used .  Pr ice  i n f l a t i o n  caused  
from 4 9  t o  7 3  p e r c e n t  of t h e  a n n u a l  i n c r e a s e  i n  n a t i o n a l  h e a l t h  
e x p e n d i t u r e s  from 1965 t o  1 9 8 0 .  P o p u l a t i o n  growth c o n t r i b u t e d  
from 7 t o  8 p e r c e n t .  I n c r e a s e s  d u e  t o  changes i n  t h e  mix of  h e a l t h  
goods and s e r v i c e s  u s e d ,  f r equency  of  u s e  and i n t e n s i t y  of  care 
ranged from 20  t o  43 p e r c e n t .  

Medicare and Medicaid combined w i l l  a ccoun t  f o r  89 p e r c e n t  of 
t h e  F e d e r a l  h e a l t h  e x p e n d i t u r e s  under  budget  f u n c t i o n  550 i n  1 9 8 2 .  
However, i n f o r m a t i o n  c o n c e r n i n g  t h e s e  programs shows t h a t  t h e  
p o p u l a t i o n ' s  age d i s t r i b u t i o n  h a s  a d i r e c t  b e a r i n g  on n a t i o n a l  
h e a l t h  c a r e  e x p e n d i t u r e s .  P e r  c a p i t a  e x p e n d i t u r e s  f o r  people  
65 y e a r s  old and older a re  h i g h e r  t h a n  e x p e n d i t u r e s  f o r  peop le  
under  65 .  The d i f f e r e n c e  between t h e  two age  g roups  ref lects  t h e  
more s e r i o u s  n a t u r e  o f  i l l n e s s  and g r e a t e r  p r e v a l e n c e  o f  c h r o n i c  
c o n d i t i o n s  among older p e o p l e .  O lde r  people  are h o s p i t a l i z e d  more 
f r e q u e n t l y  and €or l o n g e r  p e i o d s  of  t i m e .  The N a t i o n a l  Cen te r  f o r  
Heal th  S t a t i s t i c s  es t imates  t h a t  8 1  p e r c e n t  of a l l  p e r s o n s  6 5  y e a r s  
o l d  and o l d e r  have  c h r o n i c  c o n d i t i o n s  such as h e a r t  d i s e a s e ,  hyper- 
t e n s i o n ,  and a r t h r i t i s .  

T h e  Federal government p a i d  a n  estimated $31 .5  b i l l i o n  for  
medical  care p r o v i d e d  t o  o l d e r  p e o p l e  i n  f i s c a l  y e a r  1980. About 
3.7 m i l l i o n  older peop le  r e c e i v e d  medica l  a s s i s t a n c e  under  Medicaid 
programs. Most of t h e i r  care w a s  p rovided  i n  s k i l l e d  n u r s i n g  homes 
and i n t e r m e d i a r y  care f a c i l i t i e s .  Medicare  beneficiar ies  6 5  years 
o l d  and o l d e r  ( 2 4  m i l l i o n  p e o p l e )  i n c u r r e d  m o s t  o f  t h e i r  h e a l t h  care 
costs as  h o s p i t a l  i n p a t i e n t s .  
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Demographics and V e t e r a n s  Compensation and 
Pens ion  Programs : T h e i r  I n t e r a c t i o n  

V e t e r a n s  A d m i n i s t r a t i o n  e x p e n d i t u r e s  f o r  compensa t ion  
( d i s a b i l i t y  payments) and  p e n s i o n s  w i l l  i n c r e a s e  f r o m  $11 b i l l i o n  
i n  1980  t o  $20 b i l l i o n  i n  2 0 2 0 .  I n f l a t i o n  and i n c r e a s e s  i n  t h e  
v e t e r a n  p o p u l a t i o n  w i l l  c a u s e  t h e  v a s t  m a j o r i t y  of t h i s  i n c r e a s e .  
I n c r e a s e d  b e n e f i t s  or e l i g i b i l i t i e s  w i l l  have a r e l a t i v e l y  smaller 
impact  or $1 b i l l i o n  of t h e  t o t a l  increase.  

- - I n f l a t i o n  w i l l  c a u s e  o v e r  $ 4  b i l l i o n  i n c r e a s e  i n  
v e t e r a n s  compensa t ion  and pens ion  c o s t s  by 2 0 2 0 .  
While i n f l a t i o n  is  t h e  largest  s i n g l e  c a u s e  of 
t h e  p r o j e c t e d  i n c r e a s e ,  i t s  e f f e c t  is o n l y  s l i g h t l y  
g r e a t e r  t h a n  t h e  i n c r e a s e  i n  t h e  v e t e r a n  p o p u l a t i o n .  

--Another $ 4  b i l l i o n  of t h e  i n c r e a s e d  v e t e r a n s  
compensat ion and pens ion  costs w i l l  be d u e  t o  t h e  
growth of the v e t e r a n  p o p u l a t i o n .  From 1980 t o  2 0 2 0 ,  
t h e  number of v e t e r a n s  w i l l  i n c r e a s e  from 30 t o  40  
m i l l i o n  and t h e  p e r c e n t a g e  of  v e t e r a n s  6 5  years o l d  
and o l d e r  w i l l  rise d r a m a t i c a l l y  from 10 t o  2 9  
p e r c e n t .  
v e t e r a n  p o p u l a t i o n  w i l l  b e  an upward p r e s s u r e  on  
compensat ion and pens ion  e x p e n d i t u r e s .  

The combined e f f e c t  o f  a growing and  a g i n g  
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The t h r e e  f a c t o r s  c a u s i n g  growth i n  medical care e x p e n d i t u r e s  
for v e t e r a n s  are i n f l a t i o n ,  a l a r g e r  v e t e r a n  p o p u l a t i o n ,  and 
i n c r e a s e d  b e n e f i t s .  -- 

- - I n f l a t i o n  w i l l  c a u s e  t h e  greatest  i n c r e a s e  i n ' m e d i c a l  
c a r e  c o s t s  f o r  v e t e r a n s .  The $6 b i l l i o n  i n  1980 
v e t e r a n s  med ica l  care c o s t s  w i l l  become a b o u t  $18 
b i l l i o n  by 2 0 2 0 .  I n f l a t i o n  w i l l  a ccoun t  fo r  over 
$7 b i l l i o n  of t h i s  i n c r e a s e  i n  2020 .  

--Both t h e  i n c r e a s i n g  s i z e  and age  of t h e  v e t e r a n  
p o p u l a t i o n  w i l l  c a u s e  s i g n i f i c a n t  i n c r e a s e s  i n  
medica l  care e x p e n d i t u r e s .  The number of  v e t e r a n s  
will grow from 30 m i l l i o n  i n  1 9 8 0  t o  40 m i l l i o n  by  
2020 .  About $ 3  b i l l i o n  of t h e  growth i n  m e d i c a l  
care c o s t s  w i l l  b e  caused  by t h e  i n c r e a s e  i n  t h e  
v e t e r a n  p o p u l a t i o n .  While t h e  s h e e r  increase i n  
numbers w i l l  i n c r e a s e  c o s t s ,  t h e  most s i g n i f i c a n t  
s u r g e  i n  v e t e r a n  demand for medica l  services w i l l  
b e  due t o  t h e  a g i n g  of t h e  v e t e r a n  p o p u l a t i o n .  I n  
1 9 8 0 ,  1 0  p e r c e n t  of a l l  v e t e r a n s  were 65 y e a r s  old 
and o l d e r :  by 2 0 2 0 ,  29 p e r c e n t  of  a l l  v e t e r a n s  w i l l  
be i n  t h i s  age  group.  According t o  t h e  V e t e r a n s  
A d m i n i s t r a t i o n ,  the  number of v e t e r a n s  o v e r  85 
y e a r s  o ld  may b e  a m i l l i o n  o r  more by 2010 ,  
compared t o  130,000 i n  1977. These 1 m i l l i o n  v e t e r a n s  
may r e q u i r e  250 ,000  n u r s i n g  home beds. 

- -Addi t iona l  b e n e f i t s  or i n c r e a s e d  e l i g i b i l i t y  f o r  medica l  
s e r v i c e s  w i l l  a c c o u n t  f o r  t h e  remainder of t h e  i n c r e a s e d  
v e t e r a n  medica l  care e x p e n d i t u r e s .  If  v e t e r a n  medical 
service b e n e f i t s  c o n t i n u e  t o  grow a t  t h e  r a t e  t h e y  d i d  
between 1965 and 1 9 8 0 ,  o v e r  $2  b i l l i o n  o f  t h e  t o t a l  
growth i n  med ica l  care c o s t s  w i l l  b e  due t o  b e n e f i t  
i n c r e a s e s  o r  i n c r e a s e d  e l i g i b i l i t y .  

2 1  



TREND OF V E T W S  ADk!IHISTRATIOH 

m1cJ.L CARE EPENDITURES 

17 - 
16 - 
15 - 
1L - 
13 - 
12 

-- 

11- 

10 - 
9 -  

a .  
7 -  

6 -  

5 -  
4. 

3 -  

2 '  

1 -  

0 

f 

Current 
dollars 

Con st mt 
1972 

dollars 

.e*-. Inc i-ecses 

.L 
& . H a -  

- .e-H y i n  benefits  -.-- 
and /O? 

* A  e l i g i b i l i t i e r  

Increeses 

vet erms 
y in 

Con st mt 
1972 

dollars 

.e*-. Inc i-ecses 

.L 
& . H a -  

- .e-H y i n  benefits  -.-- 
and /O? 

* A  e l i g i b i l i t i e r  
-&-- 

Increeses 

vet erms 
y in 

I t I I 

1965 1970 1975 1980 1990 2000 2010 2020 
F i s c &  y e u  

Source :  C a l c u l a t i c n s  Based on Veterans A d m i n i s t r a t i o n  Meciical :are 
Data and B c e a u  of Economic Analys is  2 q l i c i t  Price Defle;or. 
(See Appendix II f o r  s t a t i s t i c s . )  

2 2  



August 6, 1984 

TO : Director Information Management Branch, GS&C/OADPS - Sharon L. Damon 

c? 
FROM : Regional Manager, Detroit - Walter C. Herrmann, Jr. 

SUBJECT: Paper for GAO Documents Data Base 

Attached are three copies of a paper by William F. Laurie and 

Patrick A. Iler of my staff which will be presented at the Joint Statistical 

Association meetings to be held August 13-16, 1984 in Philadelphia, Pennsylvania. 

Attachments 




